DEPARTMENT OF THE ARMY v.e
ST. PAUL DISTRICT, CORPS OF ENGINEERS et
180 FIFTH STREET EAST, SUITE 401
ST. PAUL, MINNESOTA 55101-1638

ATTENTION OF MAY 2 12007

Operations
Regulatory (MVP-2005-546-JKA)

Burns & McDonnell Engineering Company
Attn: Stephen Thornhill

P.O. Box 419173

9400 Ward Parkway

Kansas City, Missouri 64141

Dear Mr. Thornhill:

This letter is in response to the April 13, 2007 letter from the Surface
Transportation Board (STB) to the U.S. Army Corps of Engineers St. Paul District Office
(Corps) requesting project-related comments and information about STB Finance Docket
No. 34992 — Itasca County Regional Rail Authority (ICRRA) for the construction of a
railroad line to the proposed Minnesota Steel Industries (Minnesota Steel) plant near
Nashwauk, in Itasca County, Minnesota. This proposed railroad line is a connected
action to Minnesota Steel’s proposed taconite mine, processing plant, and steel mill
project. The Corps and the Minnesota Department of Natural Resources (MnDNR) have
prepared a joint federal/state Draft Environmental Impact Statement (EIS) for the
Minnesota Steel project. The public comment period for the Draft EIS has closed, and
the Corps and the MnDNR are currently preparing responses to comments and the Final
EIS. The Draft EIS is available electronically at the following web link:

http://www.dnr.state.mmn us/input/environmentalreview/minnsteel/index.html

The Draft EIS addresses the environmental effects of connected actions to the
Minnesota Steel project (including the railroad line) to a limited degree. The railroad line
environmental effects are addressed in the Draft EIS chapter 6.13.2.3 (Railroads) and in
Chapter 7.2 (Connected Actions). Table 6.13.1 (enclosed) summarizes the infrastructure
impacts. The impacts were based upon the best information available at the time that the
Draft EIS was prepared (February 2007). The connected action environmental effects
were not fully addressed in the Draft EIS because detailed information regarding the
connected actions was not available, and it was recognized that each connected action
would also be subject to a separate environmental review and permitting process.

Regarding the National Environmental Policy Act (NEPA) evaluation that the
STB is conducting for the railroad line that has been proposed by the ICRRA, the Corps
requests to become a cooperating agency because a Clean Water Act Section 404 permit
for the discharge of fill material into waters of the U.S. (including jurisdictional
wetlands) will likely be required for the project. The Corps recommends that all of the



issues listed on page 2 of the April 13, 2007 STB letter be addressed in the NEPA
evaluation. However, the Corps has specific comments for the following issues:

e Water quality and wetlands — The project applicant will need to submit a
completed Clean Water Act Section 404 permit application for the proposed
railroad line to the Corps and to the Local Government Unit (LGU) for the
Wetland Conservation Act (WCA). Alternative routes for the proposed railroad
line will need to be evaluated, and information regarding the potential wetland
impacts (including wetland acreage and wetland types) along each route will need
to be estimated and provided in the permit application. The railroad line route
that is selected by the applicant as the proposed project will need to avoid and
minimize impacts to wetlands to the greatest degree practicable. Compensatory
wetland mitigation will need to be provided for unavoidable wetland impacts if
the total wetland impact for the project exceeds 10,000 square feet. The project
applicant will need to conduct a wetland delineation of the proposed railroad line
route to determine the amount of wetland impacts and the types of wetlands
(based upon the Eggers and Reed classification system) that would be impacted.
The NEPA wetland analysis will need to include information regarding the type
of wetlands to be impacted, the amount of wetlands to be impacted, the functions
and values of the impacted wetlands, and any proposed compensatory wetland
mitigation.

e Historic sites, archaeological sites, or cultural resources — The NEPA analysis will
need to address Section 106 of the National Historic Preservation Act. As the
lead federal agency, STB will need to consult with the State Historic Preservation
Office (SHPO) regarding Section 106. The project applicant will need to identify
any historic properties that may be affected by the proposed railroad line. If
historic properties would be impacted, mitigation would likely be required.

e Socioeconomics — Impacts to recreational trails (hiking, biking, ATV,
snowmobile, etc.) will need to be included in the socioeconomic evaluation.

o Wildlife, vegetation, and fisheries — The NEPA analysis will need to address
Section 7 of the Endangered Species Act. As the lead federal agency, STB will
need to consult with the U.S. Fish and Wildlife Service regarding potential
impacts to federally-listed threatened and endangered species.

e Soils and geology — Soil erosion and sedimentation impacts will need to be
included in the soils and geology evaluation.

If you have any questions, contact Jon X. Ahlness in our St. Paul office at (651)
290-5381. In any correspondence or inquiries, please refer to the Regulatory number
shown above.

Sincerely,
Arv
Robert iting
Chief, Regulatory ch

Enclosure



Copy Furnished:

Scott Ek, MnDNR
Jess Richards, MnPCA
Deb McGovern, Minnesota Steel
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